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Introduction 



Since its inception in 1965, the Elementary and Secondary Education Act, now known as No Child Left Behind 
(NCLB), has directed billions of federal dollars toward low-income students. Title I, Part A of NCLB is designed to 
equalize educational opportunities and resources for disadvantaged children. 

This analysis examines whether the current mechanisms for providing federal education funding to disad- 
vantaged children are effective and whether the system works as originally intended. The evidence yields the 
following major findings. 

• Formulas have become increasingly complex and obscure. 

The funding formulas used to determine each school district’s total Title I, Part A allocation are prohib- 
itively complex, with provisions that render the final results substantially incongruent with the original 
legislative intention. Additionally, as grants have been added to the program, the complexity of the fund- 
ing system has increased exponentially. Consequently, it is likely that no more than a handful of experts 
in the country clearly understand the process from beginning to end or could project a particular dis- 
trict’s allocation based on information about its low-income students. The result is a funding system that 
is opaque and unaccountable. 

• Distribution of funds is characterized by seemingly unintended variability. 

While it may be advantageous to give states flexibility in distributing funds, there should be a defensible 
underlying logic to their method. Currently, states operate according to guidelines that are very complex 
and often based on disparate measures. Complicated, disregarded guidelines result in wide variation in 
the way that funds are distributed and often result in little or no relationship between a district’s demo- 
graphics and the amount of money received. 

• Amounts reserved for administration greatly dilute what reaches the classroom. 

Funds reserved for administration or for specific programs, such as parent involvement, drain a sub- 
stantial portion of the total amount appropriated for Title I, Part A at the school level. In fiscal year (FY) 
2004, the U.S. Census Bureau estimated that there were approximately 8,400,000 children eligible for 
Title I, Part A. As the total allocation for that year was nearly $13 billion, the average amount per eligible 
child would have been $1,500. However, in Florida, for example, the average amount of Title I, Part A 
funds allocated to the school level was $554 per student. 

• Title I’s recent Education Finance Incentive Grant encourages states to equalize spending across 
school districts, despite the fact that this is an unproven education reform strategy 

The Concentration and Targeted Grants were designed to direct funds to districts with higher percent- 
ages of low-income students. However, the Education Finance Incentive Grant rewards states that have 
equalized funding across their districts. This goal of equalizing spending across districts — rather than a 
student-centered approach that attempts to equate spending levels with student need — has been ques- 
tioned as an effective approach to distributing education funding. 1 

• Rather than delivering effectively on good intentions for helping poor children, congressional 
action over eight reauthorizations has led to a convoluted, bureaucratic system that is less student- 
centered, less transparent, and therefore less accountable to the public. 

Title I should be reformed to achieve greater transparency and a more student-centered approach. 



1. Margaret Hadderman, “Equity and Adequacy in Education Finance,” ERIC Digest, 2002, at www.ericdigests.org/2002-l/equity.html 
(December 15, 2006). 
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A Closer Look at Title I: Education for the Disadvantaged 

A History of the ESEA and Title I 

As part of the “War on Poverty,” the Elementary and Secondary Education (ESEA) Act of 1965 was designed to 
direct federal education dollars to the most disadvantaged children living in poverty. Consequently, this landmark 
legislation was undertaken specifically to authorize the federal government to equalize the educational opportunities 
of all children. 2 In addition to creating a federal role in directing public education dollars to policy goals, such as 
eliminating poverty, the ESEA was designed to transfer funding through state governments, thereby resulting in sub- 
stantial increases in education bureaucracy at the state level. 3 

Since 1965, the ESEA has been reauthorized eight times. Among these reauthorizations have been the Improv- 
ing America’s School Act (IASA) of 1994 and, most recently, the No Child Left Behind (NCLB) Act of 2002. With 
each transition, the funding mechanisms have become more complicated, and the bureaucracy needed to implement 
the program has grown. 

The U.S. Department of Education and numerous other researchers have sought continually to assess the effec- 
tiveness of the federal role in education in terms of its impact on the academic achievement of the targeted popula- 
tions, but much less attention has been given to the effectiveness of the funding approach. In other words, how well 
does the current system of federal compensatory education achieve its original purpose? Moreover, have the funding 
formula changes that have been made over the past four decades helped or hindered the effectiveness of Title I? 

Title I, Part A of NCLB specifically addresses federal compensatory education for disadvantaged children by 
determining which students are eligible and, in theory, how much they are eligible to receive. This analysis examines 
the current format of Title I of NCLB with a focus on its increasing complexity and the implications of that complexity. 

It is important to understand how funds appropriated by Congress under NCLB actually flow to the targeted stu- 
dents, since significant discretion at both the state and local levels results in variations in amounts per student 
between the Local Education Associations (LEAs) and schools that have similar demographics. In addition, the effec- 
tiveness of Title I, Part A in reaching its targeted population is a critical point to be considered. With a cost of nearly 
$13 billion in federal funds, is this program achieving its intended purpose, or might there be a better way to direct 
resources to those students who are the intended beneficiaries? 

Compensatory Education Funding: Increasingly Complex and Obscure 

In general, public education funding in the U.S. over the past century has evolved from a fairly straightforward 
system of local residents contributing a portion of their income (usually based on the amount of property that they 
own) to the education of the community’s children into a complex system of state and federal funding formulas. In 
1920, over 80 percent of the revenue for public elementary and secondary schools was generated at the local level. 4 
By the 2001-2002 school year, that number had dropped to less than 43 percent. 5 

More important, the funding mechanisms have become so complex at the state level that only a handful of peo- 
ple in each state can claim to understand them. As a result, it is nearly impossible to determine how a school’s total 
funding changes as children enter or leave their public school systems. 

Similarly, the federal government’s funding for compensatory education programs has grown from a single grant 
program that assigned a roughly similar supplementary amount to every eligible child to a set of four major grant 
programs and a growing list of categorical programs. 6 Each additional formula grant, moreover, has been more com- 
plex than the previous one. 



2. Elementary and Secondary Education Act, Public Law 89-10, April 11, 1965, Section 201. 

3. Jennifer Marshall, “What Parents Need to Know About the No Child Left Behind Act,” Family Policy, Vol. No. 15, Issue No. 2 (March/ 
April 2002), at www.frc.org/getcfm7hWA03J61 (December 15, 2006). 

4. Austin D. Swanson and Richard A. King, School Finance: Its Economics and Politics, Second Edition (New York: Longman Publishers USA, 
1997), p. 11. 

5. U.S. Department of Education, National Center for Education Statistics, “Revenues and Expenditures for Public Elementary and Sec- 

ondary Education: School Year 2001-2002,” June 2004, http://165.224.221.98/pubs2004/rev_exp_02/table_02.asp (December 15, 2006). 
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